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('echnical  anc  o;:licg;aphic  Notes  /  Notes  techniques  et  bibliographiques 


The  Institute  has  attempted  to  obta^i  iNa  best  original 
copy  available  for  filming.  Features  of  this  copy  which 
may  be  bibliographically  unique,  which  may  alter  any  of 
the  images  in  the  reproduction,  or  which  may 
significantly  change  the  ur.ual  method  of  filming  are 
checked  below. 
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Coloured  covers  / 
Couverture  de  couleur 

Covers  damaged  / 
Couverture  endommagee 

Covers  restored  and/or  laminated  / 
Couverture  restauree  et/ou  pelliculee 

Cover  title  missing  /  Le  titre  de  couverture  manque 

Coloured  maps  /  Cartes  geographiques  en  couleur 

Coloured  ink  (i.e.  other  than  blue  or  black)  / 
Encre  de  couleur  (i.e.  autre  que  bieue  ou  noire) 

Coloured  plater-  and/or  illustrations  / 
Planches  eVou  illustrations  en  couleur 

Bound  with  other  material  / 
Relie  avec  d'autres  documents 

Only  edition  available  / 
Seule  edition  disponible 

Tight  binding  may  cause  sh?dows  or  distortion  along 
interior  margin  /  La  reiiure  serree  peut  causer  de 
Tombre  cu  de  la  distorsion  le  long  de  la  marge 
interieure. 

Blank  leaves  added  during  restorations  may  appear 
within  the  text.  Whenever  possible,  these  have  been 
omitted  from  filming  /  II  se  peut  que  certaines  pages 
blanches  ajouiees  lors  d'une  restauration 
apparaissent  dans  le  texte,  mais,  lorsque  cela  etait 
possible,  ces  pages  n'ont  pas  ete  filmees. 

Additional  comments  / 
Commentaires  supplementaires: 


L'lnstitut  a  microfilme  le  meilleur  exemplaire  qu'il  lui  a 
ete  possible  de  se  procurer.  Les  details  de  cet  exem- 
plaire qui  sont  peut-etre  uniques  du  point  de  vue  bibli- 
ographique,  qui  peuver.;  modifier  une  image  reproduite, 
ou  qui  peuvent  exiger  une  modification  dans  la  metho- 
de  normale  de  filmage  sont  indiques  ci-dessous. 

Coloured  pages  /  Pages  de  couleur 

j    Pages  damaged  /  Pages  endommagees 


D 


Pages  restored  and/or  laminated  / 
Pages  restaurees  et/ou  pelliculees 


□    Pages  discoloured,  stained  or  foxed  / 
Pages  decolorees,  tachetees  ou  piquees 

Pages  detached  /  Pages  detachees 

I      I    Showthrough  /  Transparence 

□    Quality  of  print  varies/ 
Qualite  inegale  de  I'impression 


Includes  supplementary  material  / 
Comprend  du  materiel  supplementaire 


j  j  Pages  wholly  or  partially  obscured  by  errata  slips, 
tissues,  etc.,  have  been  refilmed  to  ensure  the  best 
possible  image  /  Les  pages  totalement  ou 
partiellement  obscurcies  par  un  feuillet  d'errata,  une 
peiure,  etc.,  ont  ete  filmees  a  nouveau  de  faijon  a 
obtenir  la  meilleure  image  possible. 


Opposing  pages  with  varying  colouration  or 
discolourations  are  filmed  twice  to  ensure  the  best 
possible  image  /  Les  pages  s'opposant  ayant  des 
colorations  variables  ou  des  decolorations  sont 
filmees  deux  fois  afin  d'obtenir  la  meilleure  image 
possible. 


This  item  is  tilmed  nt  Ihe  rpriuction  ratio  rheckert  below  / 

Ce  doCUITtpnt  pet  fllmp  All  1;liiv   H»  roHiirlictn  inWim.a  ^..Ha>»a, 
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The  copy  filmed  here  has  been  reproduced  thanks 
to  the  generosity  of: 

J.J.    Talman  Regional    Collection, 
D.B.   Weldon   Library, 
University  of  Western  Ontario 

The  images  appearing  here  are  the  best  quality 
possible  considering  the  condition  and  legibility 
of  the  original  copy  and  in  keeping  with  the 
filming  contract  specifications. 


Original  copies  in  printed  paper  covers  are  filmed 
beginning  with  the  front  cover  and  ending  on 
the  last  page  with  a  printed  or  illustrated  impres- 
sion, or  the  back  cover  when  appropriate.  All 
other  original  copies  are  filmed  beginning  on  the 
first  page  with  a  printed  or  illustrated  impres- 
sion, and  ending  on  the  last  page  with  a  printed 
or  illustrated  impression. 


The  last  recorded  frame  on  each  microfiche 
shall  contain  the  symbol  — »■  (meaning  "CON- 
TINUED"). Of  the  symbol  V  (meaninq  "END"). 
whichever  applies. 

Maps,  plates,  charts,  etc  ,  may  be  filmed  at 
different  reduction  ratios.  These  too  large  to  be 
entirely  included  in  one  exposure  are  filmed 
beginning  in  the  upper  left  hand  corner,  left  to 
right  and  top  to  bottom,  as  many  frames  as 
required.  The  following  diagrams  illustrate  the 
method: 


Lexemplaire  film*  fut  reproduit  grace  ^  la 
gdn^rositd  de. 

J.J.    Talman  Regional    Collection, 
D.B.   Weldon   Library, 
University  of  Western  Ontario 

Les  images  suivantes  ont  6t6  reoroduites  avec  le 
plus  grand  soin,  cc.nptB  tenu  de  la  condition  et 
de  la  nenet*  de  I'e.tomplaire  film6,  et  en 
conformit*  avec  le:  com^liion*  du  contrat  de 
fiimaga. 

Les  exemplaires  originaux  dont  la  couverture  en 
papier  est  imprim*e  sont  film^s  en  commencant 
par  la  premier  plat  et  en  terminant  soit  par  la 
derniAre  page  qui  comporte  une  empremte 
d'impression  ou  dillustration,  soit  par  le  second 
plat,  selon  le  cas.  Tous  les  autres  exemplaires 
originaux  sont  film*s  an  commencant  par  la 
premiere  page  qui  comporte  une  empremte 
d'impression  ou  d'illustration  et  en  terminant  par 
I9  derniAre  page  qui  comporte  une  telle 
empreinte. 

Un  dea  symboles  suivants  apparaltra  sur  la 
detniAre  image  de  chaque  microfiche    selon  le 
cas:  le  symbole  — ♦■  sigmfie  "A  SUIVRE    .  le 
symbole  V  sigmfie  "FIN". 

Les  cartes,  planches,  tableaux,  etc.,  peuvent  etre 
filmAs  d  des  taux  da  reduction  diff^rents. 
Lorsque  le  document  est  trop  grand  pour  etre 
reproduit  en  un  seul  cliche,  il  est  film*  ^  partir 
de  I'angle  sup*rieur  gauche,  de  gauche  i  droite. 
et  de  haut  en  bas,  en  prenant  le  nombre 
dimages  nicessaire    Los  diagrammes  suivants 
illustrent  la  mithode. 
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MICROCOPY    RESOLUTION    TEST    CHART 

ANSI  and  ISO  TEST  CHART  No    2 


1.0      If  IB   IIM 
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^     APPLIED  IIVMGE     Inc 


ADDRESS     OF 

A.  F.  FALLS,  F.  C.  A. 

CHATHAM,    ONT. 

DELIVERED      AT 

LONDON.    ONT. 


WESTERN    COUNT?eS^ELEPHONE     ASSOCIATION 
JULY    aTH.    1918 


TELEPHONE     ACCOUNTING 
AND  THE  BALANCE  SHEET 


^'iiiir  S(,'iTi-l;iry  iii\  itcd  nu-  tn  addn-sv  \ ,  m  toduN 
.iinl  with  the  iiu  itatic  ill  ciiil.  i-.c'il  -tatcinciit^  fur  the 
year  mdiiiL;  1  )i.-c.  .^1-t.  l''l(i,  which  liad  hecii  iirc^-cnt- 
11 1  til  the  ^harchi  iMcr^  mi  a  i(  ini|)aiu  ( i\\  niiiL;^  and  i  ip- 
rralini;  a  trlcjihMiu'  -y-ti'in  in  (  )iUariM,  with  the  mi.l,""- 
!l;i->1i>  .11  that  1  iiughl  um.-  it  I'l  .r  tht-  imriinM.'  ni  thi^-  ad- 
dress. 

\-  1  hail  imi  audited  the  t k^  imr  wa-  t'amiliar 

with  ihr  riiiidiut  Ml  the  alVair^  of  thr  I. '■  aiipaiiv  it 
wa^  ad\  i^ahli'  to  write  and  a--k  i|Utstii  in^  -i ,  that  I 
vMHild  hi-  ~i.i/rd  ot  fart-  not  coiitanu-d  in  the  ^tate- 
naiit-  in  onUr  that  I  miL;in  di^eii--  the  -iil)jeet  more 
nitrlhycntlx . 

The  -tateineiit-  a-  presented  to  the  --handiolder-- 
ot  tlie  Colli]. an\  for  the  \  ear  endin.i^  hee.  .il-t,  I'Md, 
iiirni-hed  nu  are  a-  follow>: — 


4" 


To 


REVENUE    ACCOUNT 
•'^■-'-'''■^II'TS  I  K.NI-KXSKri. 


Unlaiicc.  Dec.  :!lst.   11*15    .'i;l:',lT    19       f^>' 

Rentals    r,.")4o  !M;   '    ^-tlarH's— OpiTiitiiiR 


Tclf'pliDiK's   (Sold)    27:;  0(1 

Kiirniiigs     from     ('omiccT- 

iiii?   Conipaiiics    1x47  04 

iMoviiic:  anil  Installing  .  .  .  :,'.)  lT) 

'■'iil''^     K;  7(1 

Smidrif's    51  75 

•"''''•t'i^t    108  39 


SwitclihoartN   $2147 

Salurics,  Head  Offc-e   ....  42t; 

iMrcctors'  F(>es    25 

Printing,    Stationery    and 

PostaRe    1:8 

Frci,!;lit  and  Kxprcss   ....  24 

.Material     -.y.'i 

TeU'pliones   i><r> 

liatteries   ;^85 

Taxes   :;] 

Kebate,   l{ental    2 

Comif'tiiig  Toll  Conipan- 

if's   40:1 

Rent    12 

Labor   ions 

Sundries    los 

Dividends    i;.-)] 

Carrieil    to    ConstrtK  tion 

Acci i:;s 

CarrifC    to     Depreciation 

Aect (;(;4 

Carried  to  Reserve  Fund  500 

Hal  UK  e  2051 


no 
00 
70 

55 

S8 
■■'A 
03 
15 


:i8 
00 
24 
44 


t;s 
00 

38 


$0245  1: 


.$!*1'45  12 


CONSTRUCTION     ACCOUNT 
UKCKIl'TS.  ,  DIsmitSKMKXTS 

* 


Hv 


l'"roni   iJev.'iiMe  .\(  I'oiint    .$    I:1S   2S       Labor 

Pole: 
Wire 


$  138  28 


Supplies 


I'd  00 
50  (10 
25    0:! 


$   138  28 


DEPRECIATION     ACCOUNT 

ItKCKIPTS.  ,  DISHrusK.MKXTS 

To  13  V 

Halaiiee.  De.     :;i,>t.   I!)|5     $     !o;4;t       Labor    ^      ■.4(,-, 

Fniii    iteveniie   .Aeimint    .      (;(;4   ('A       PoN  :■. ^^'  kt) 

^I'l'Plies     ][[,        79  20 

Halailee     c;)!)    r,2 

*    '•"    1"  *   7(11    17 


RESERVE     FUND 


iiiilancc,  I), 


KKCKII'TS. 


nv 


i)isi:rKSK.\ii.;.\TS 


tiilaiH-..,  IU.<-.  :;isl.  li.ir,   .,$1100  OO       Huhtiu-f    .$i,;(,n  („, 

From   Itcveiiuf   AiMOUiU    .      TiflO  00  


$]t;i)o  00 


SltiUO    DO 


BALANCE    SHEET 


nuildiiiK's  ami  lical  Ksiatc   $     jm,  ,  ,, 

C'l'iilral  Odice  Kcmipiiicut    .'.'.'.'.'        ,-,()(!  uU 

Tools    ...  r,L    nn 

Otfice   Fiirnilun'  and   I'itliiiK.s    ]r,  oO 

I'olr.  Wire  and  Cablf  Kiiuipin.'nt    120L'S   (J2 

,         -,.   ,,  $i:c'!t:;  (12 

l.t-ssa',    Ui'pi-fcialion    c(^^   ,;jj 

Stock  on  Hand   

Accounis   Itcci'ivablc .  .  .  . 

I'riiit  and  I,oss   

Slock   I'aid   Ip   ■■■■.......... 

rnclainicd  Dividend '....'. 

Dividend  Xo.   l:i-   Due  Dci-.  .".Olli.  lijli;. 

Depreciation    Reserve    

IK'serve    I'^iuid     '  .  . '_ 

Xet    Surplus    ' 


Asset  ^ 


I.iUiiliiies. 


$l.'tl2N  i»4 

250  00 

7  (Id 

2:104  lit; 


$io;tO(i  00 

20   40 
6r.4   00 

•!:!!»  r.2 
icoo  00 

1376  98 


$1;)190  ilO     ?151!)(l  !tO 


11...  l!l.;,di!!«s''  "■'■"  "'^''   ""■  ^'^'"■■"•■■■'   """'■■•  '-"vi-w   is  ,livi,l,.,l  under 
KK\i;.\lK   ACCOIXT 
(•OXSTIil'C'riOX  ACCOIXT 
DKrUKCIA-noX   ACCOCX'l- 
itICSKKVK  KCXI) 
liAI.AXCK  SIIKKT 

Any  one  „f  tlicso  hoadiiiKs  r.-proscnts  a  suliji-ct  l)roa(l  ,-n<)Ui.'li  to 
-n.pv  .1,,.  ,.n„n.  ,„„e  allo„.,i  f.,r  an  address  a.'such  .llZl^  as 

II  i;  my  int. Mil  ion  to  taUe  up  .a.di  one  of  tli,.s,.  lieadings  as  i)ri,.llv 
j  s  poss.l.h.  ,o  jou.h  on  ,1,..  .alien,  points  ,  ,  .....h  an.l  ■  ^v  as  n  u  U 
UM'lul  mtorination  as  time  will  pe.-mit. 

li.  lor..  d,,inK  so  I  d.'sir..  to  state  tli,.  important   points  l)rouKht  out 
y     he    ,,,ies,,o,,s    asked    atid    answers    re-'uved    whi.'h    thr -,ws    n     ,  .e 
light  on  th.-  workings  ol  the  Company  under  review. 

REVENUE 

mate'ri-*,!  IV^'ll  ""V':""''  ="':''"""  '^  'liarK,  d  n..w  t..l..pho,.es,  supplies 
material,  ete  used  in  repairs,  also  work  perlornie.l  the  pavni en,  ,  f 
whieii  IS  credited  revenue  account  .  pa\tn.n,    ot 

tb,  ln„.r..s,  credi,e,l  revenu..  acrouii,  is  ,h..  in, ens,  r..c,.ived  on 
the  ,,.s,.rve  and  other  iiuids  o,  ,hc  ..onipany  ,rom  ihe  hank. 

ctu..  He,..  ■Imitiul^.   *'^'^-'^'^  "  """""'  P'"'  '"  '■'"■  ""  *'*^*''"""  >^"'  '^. 

<<li  The  H.VLAXCKS  shown  i„  tne  respective  accounts  as  of  Dec 
..IM  !)!:.  an.l  the  halnces  at  the  <  nd  of  the  year  Dec.  :Ust,  1916  are 
actual  (ash  balanc(.s  iii  th.'  hank  at   tliat  time. 

CONSTRUCTION. 

,,.,,,'.';'  R''I"^'"|i""-«;s  ,i,id..r  this  head  ....ver  ext-^.nsion  of  plant  lor  in- 
^un!  a!'ouu;;    ""'^'■^""■-         ^■--'"    -ipinahy    .-harged    'o    con^uc- 

BALANCE    SHEET 

,HI  Th..re  is  no  loss,  and  to  th.-  .lu.-stion  was  there  n.)  cish  on 
hand  or  in  the  hank?  th..  r..ply  was:  Th.-r..  is  an  a.tual  .as,  ha  „c" 
on  hand  and  in  the  hank  made  up  as  follows:-  "at.  n<  p 

Balance  in   Kesi-rve  Ac.  omit    ,f'()ii    js 

Balance  in  Depn.ciation  Account    ............'  ",;:',n  :!•> 

Balanc..  in  Reserve  Accour.t    [[]    loiio  j)^, 

$4290  90 
whi.h   is  <hovn  in   ,he  halanc,.  shec   ,,iily  anioim   ,iu-   liahili,i,.s  as:  — 

rnclaitned  Dividends j     .),|  4,, 

Dividend   X.).    1.!.  due    De.  .   .JO,    19Ui    !  !  '  !  1^4   o,. 

^•''    ^'"1)1"^    ;  :    l;{76  9N 


n<'prp(iuti()ii    J{(>s,>:v,' 
IJotTVf    Fund    .  .  . 


Hum  ou 


ll      pIllMIC. 


(Il 


Th 


^■■^^^(■is   as   Aciounts    |{,.- 

t'  st()rl<    (ifi    hMtii!     •!:■»' I      t 


I  ll  I       All    sii|)sirihci-s     r,'ui< 


I'liuf  Account. 


'Ji      All  liabilities  v,vr"  inid      -I'l,        \-«_ 
^T-   n,a,lc   .very   three   mouth'     ,,,'  i''' r^'***"'''*^'  '""  """  «'''tle„,ents 
wcfe    nuMie    etuie.i    Xov      !(n         li,,  u  '"""■''    '"    ""''"    ^'•"l"ine„ts 

"■'i"  "Hor..  I'hristuuts  for  tlu.  uuuuUofT^  ::^,u^'''''""'-  '''■   "-'•"  ^'" 


■I'llL 


REVENUE    ACCOUNT 


.•over:!';,:!';:;^:!;;„;}',:,:';i;;';^a;o--n,..on.^ 


Tile   Keveiiiie   Acci 


HUtt   utt.ler  r,.vi,.w   ineUnies  tl.e  cash  balance  of 

ted  tlie  iiiventorv  of  stock 

IS  included  as  an  asset  in 

suit  or"C';v!;r";H;;;;;;'o:::^;\T'u!r""'' "  ""^  ^'--'-lo.-  .f  .he  re. 
- '-'  pr..v.ous  .ear  .^.i  ;;.e';in;:.;':!;;n,r^- ;----  s„:i;r  ;:a'a"ce 

what-'i^r^'^rsert,!  l<;n;,r'a:r,;-,^;-.;:.;r- '"-  -  — - 

I'een  prepared.       The  onlv  iten     ,,,  .  '''  '''"'''  ^'"'^'lU'iits  have 

-•-"••t  un.ler  revenue'  s     ^  .      o  " matemi  """',"  'V"  *"  '""  ''--'■>"'■ 
revenue  a.'count    which   is   include     ,/.  '"   ""'"'■  ""'"^  ''"•  "'"  "t 

purpose  of  ascertaiuit^th     ret    '.us     he  ;'"',"■*;  '."""''  '"""'   '"'•  "'« 
placed   to  the  .Tedit  .-I    I  "  etme  a.       m  th"'"*'"  '''  ""   '"^''-'tory 

lollows:—  ivLvinue  A<(ount.       These  statements   are  as 


\  I 


REVENUE    ACCOUNT 


Hv 
liv 
Bv 
Bv 
Rv 
Fiv 
Hv 
Uv 
To 
To 
To 

To 

To 

To 
•To 

To 

To 

To 

To 

To 

To 

To 

To 

itev 


For  The  Year  EnJing  Dec.  31.  1916. 

Hci.tals    

T..|..()h')n!'.s   (sold)    ..'.'.'.' 

KarniiiK.s  ironi  ronnccfinK'lVines 

Moving  aiKi  liLsialli-ii:  

Sal(..s    ^ 

Huiiilrics    ,    

Iiilcrcsl  on   Hank  .Vr.'.ounfs 

Inventory  

^fihiries,  Head  Otfu  e  "  aV-     i 

Directonr  FVcs  ''^I.'  L"* 

I'tK.,   Postage  and  Statioucrv ,  rlj  J? 

FrHgh,  and  Kxpr..s.   ; ^}^  ^ 

Tfi,>|)iioni.s ' 'f'l  •'* 

Uul!(.Ties                  *°'"'  '^^ 

Taxes   ....■.■; 385   15 

lU'batc  Kental '^1  52 

i;-.nn...inK  Toll  rompanies- :::::;::::;:  10' S 

Lalmr':; 12  00 

Sundrip.^    1038  24 

^.'7  ivpro.iation'::;:: If,  *^ 

'■"'H.  for  year  carried  to  Protii  and  Loss .    2273  77 

$81177  H,-, 


$5."  40 

fO 

27:{ 

no 

1847 

04 

r.y 

2S 

4(; 

70 

"ii 

lO.S 

■A'.i 

2.-jfl  00 


$8177  93 


PROFIT    AND    LOSS 

By  Balanee  Dec  31.  IHI.-, 

By   Profit  from  Ueveniie  Acrt    Deo   'iriflifi 

To  Dividends  to  Dec.  l:i.  1915   .  '''  '''%  «-,.    .,, 

TO  K^r"" ''^'™ :;;:::;*  fa8  28 

1-..  Balance  at  Creditof  Profit  and 'loss' :!  '   230?  % 

$3590  Of! 


$11517  19 
2273  77 


$3590  96 


II    wjli   he  si'CM    iroili  llu'  l.irr«(.Mm  sl;!triiU'iil  >  Unit    lllr    RrVi'IlUr   lor ' 
the  vcar  fiidiui;   Dec.  :;ist.    I'.tir,.   wiis  .«22T:!.7T.  iiccortliuK  to   tlu'  siatt* 
nieiits   and    intdtnialion   placed   iU    my   disposal         Dtpiociation   of  S^t 
lias  lictMi  tak^■ll  into  anouiit  ill  arriviiis  at  l\ic  above  liRures. 


The  balaiin.  Ironi  Dec.  :U.  r.)l.>,  $l:'17J!>,  appears 
and  Loss  aeciitinl  to  wliich  is  added  the  revenue  lor  \'.n<\ 
U)  Prolit  and  Loss  aei'ouni  will  he  leferred  to  biier  uiid 
heads  to  whieh  ilu-y  beloirg 


in    the    Profit 

The  cliarKes 

■r  the  dilTerenl 


CONSTRUCTION    ACCOUNT 


and 


I'll  di^hiiTNed    for   l.ihor.    poll 
wire.  iiUoriuiUieii  tiunished  on   iiu-^  point   is ;  -  "i;\ten^>ioii  of  plant   tor 
installing  new 
account  "       If  that  is  the  case 

has  already  heen  charged  Cuiistniction   

charged  to  ('i)iislriietion  Account  instead  of  Revenue  Account  V     Any  ex- 
penditures on  coiislruction  should  iioi   he  a  charge  of  the  operaiinK  ac 
couiil  for  III.'  neriod  hut  should  he 
account  and  iichided  in  the  lived  A>si  ts 


tt    is   sliown   thai   $l;'.S  12K   has 
jiUoriuatieii  furnished  <ui   Ihi-^  point   is; 

sahscrihers.  material  oriKinally  chirped  to  construction 

whv  is  ll.er    a  ciiarye  for  material  which 

•cccnr.if.'     Wliv  is  ^TiN.^S  not 


lioi    lie  .1   ciiar^e  oi    lue  uijt-i  <ti  luf^  m 

m  additional    "xpendiiure.  on  Capital 


OEPRECIATION    ACrx     INT 

I)epi»'(  iatioii  i.^J  a  charge  on  revenue  account.  Tile  ohjict  of  writ- 
mi;  oil  depreciation  from  the  sum  at  which  assets  appear  in  one  balance 
sheet  is  to  make  allowance  for  anv  iliMiiiu-hed  value  so  that  'liese  as- 
•(els  niav  appear  in  eac  h  lialam-  Sheet  at  ineir  t.ue  value 


The  >ul)jei  I  of  Hi  pi.  1  iatiot!  ,s  .1  vi'-  hioad  one  dillereiit  classes  ol 
assets  depreciate  at  dillereiit  rates.  .No  em-  rati  1  ould  he  lixed  that 
would  ap^/lv  fair'v  to  all  tin  dilT'n  nt  m..ter;al:,  that  enter  into  the 
consiruition  of  a  ti  lephoiie  system  It  would  not  he  correct  to  say 
(ha!  telephones,  haiiepies.  pides.  .sire.  el.,,  all  d.  preciated  ;lie  :iam. 
percentage  of  1  he  cost. 


Provision  for  depnciatioli  is  usually  i.uMle  hy  cliarKing  up  to  [*rolii 
and  1-oss  annuallv  an  amount  as  reserve  for  depreciation  and  plaeifg 
the  same  to  the  credit  ol  a  I  leprecialioi;  l{"si  rve  Account.  Ueiiewals 
and  nplai  einents  are  1  luoper  charge  to  revenue  ac.ount  in  the  period 
whip  aiiv  portion  oi  uliat  ha-  properly  heen  chaigeit  to  «'nnstruclioii 
Account  —  leiewed  I  his  would  appls  except  Ml  llie  case  of  the  ri 
consiruclion  of  capital  investments  that  have  heconu  im  apabl.  of  pe  • 
forming  the  runciions  for  which  originally  1  onsiru-led. 

in  sill  h  exiep'KUial  cases  ol  ih.ii  iMiid  tin  r.'serve  is  caihd  on  lo 
place  the  capital  inveslmeiil  in  an  .  IlicienI  condition  lo  (oiitimic  to  .|(. 
what   the  original   investu'eul  w:is  '  vpended  for 


In  the  case  ol  the  Compaii.^  under  levnw  the  depli  1  l.il  lell  a. 
count  has  not  been  treated  as  a  K  serve,  hut  more  in  the  nature  of  an 
accouul  with  approprii.tioiis  from  the  Keveiiue  or  I'rolit  and  Loss  ai 
count  each  year,  part  of  which  has  hein  used  lo  buy  supplies  and  nialer 
IhI  us  well  as  pav  for  labor  for  replaceinei.l  i.l  poles  and  lines  which 
Imd  lo  be  repaired  or  replaced.  The  manner  in  wiiici  the  depr.cia 
lion  account  Is  treated  H  might  be  more  pioprly  called  Uwnewul  :/'jiI 
UepUeenieni  lU'serve 


RESERVE     FUND 

A  HPSfrve  is  an  aiiioun;  set  asiilt-  (nil  of  prodis  or  'Xlit  r  credit  lial- 
•anccs  not  reprcsciitiiiK  a  liatiility  lo  ( i-cditois. 

'I'lic  Hcscrve  Fiiiiii  ol'  tlic  lonipanx  uihler  ri  view  ;s  a  propi-r  reserve 
laiid  in  every  sense  ol'  tlie  word  ai.il  cDnipIies  wiili  tlie  strictest  inter- 
pretation of  wliat  a  reserve  ruiH]  .^lumlii  consist  hccapise  it  is  repre- 
■rented  iiy  <  asli  in  tiie  banl< 

There  is  a  yreat  dial  of  rlin\.re;ici  oi  opinion  in  regard  to  tlie  man- 
ner in  wliich  amounts  set  aside  as  reserve  Hind  should  be  iiivesteil.  In 
Insurance,  Trust  Companies.  Fii'iiks.  etc..  it  is  inve.-ted  in  securities,  but 
'11  manufacturing  concerns,  win  re  tlie  demand  tor  extension  of  tlie 
business,  enlargement  of  tin  plant,  i,ii(i  tiie  carrying  of  largi'  stocks 
of  raw  and  finished  material,  is  n.'crssary  for  tlie  proper  conduct  of  ilie 
business,  the  reserve  fund  is  in-ested  in  the  general  asstds  (,f  the 
I'ompanv  and  not  spe(  ially  (\ir-marked  as  Reserve.  Many  conipanie!, 
that  invest  ll.eir  reserve  oi  part  of  it  in  sec  urines  have  purchased  Vic- 
tor\  Moiids,  uiiiih  is  not  enlv  good  business  but  is  also  patriotic'  as 
w.dl 

The  Ileveinie  'T  I'rolil  and  Loss  .\cconnt  was  charged  cm  Dec.  illsl. 
IKlt;,  with  J.'iUii.DU.  uhich  incrc^asi  (I  the  IJeserve  from  H;iloi)0(i  to 
11600.00. 


BALANCE    SHEET 

On  examining  tlje  balance  sheet  under  reviiA-  the  priiic  Ipal  items 
ihal   aMrai  I  atl.^niion  are  the  follo\'.  iiig : 

tai  That  .")•  ,  cJej)reciatioii  is  declnii.'d  froii;  the  lixed  assets. 
$i'al4,t;,s.  and  is  again  shown  in  the  I  leprcM  latioii  Ki^serve  account  as  a  li- 
ability for  the  amount  of  $ri:!;»  .")•_', 


set> 


I'll      'I'lial   no  cash  on  hand  or  in  ilie  baiilN  appear--  among  the  .\s 


let  Ilia.  Iliere  is  a  profit  ami  1-oss  balance  of  $::;ai4,!ii;  shown 
among  the  .\ssets.  This  cannot  mean  aii\  thing  tdse  but  a  loss,  which 
Is  absurd  in  view  of  the  fact  ilial  there  is  a  suri)liis  sbowti  ;iiid  also  re- 
s»'r  .es 

(d)  That  there  is  a  surplus  of  |l:;~(;.(is.  ;i|so  dcpr- elation  reserve 
of  $(!;!!». .'iL'.  and  reserve  fund  of  .IICOO.IMI. 

<ei  'I'iie  manner  in  win.  h  llw  halaiu'c  slieel  i--  drawn  "p  ilisiiiici- 
ly  shows  that  the  allair^.  ol  llii>  c(iriipan>  are  not  kept  b\  diiiildeJrMJLk- 
keeping,  and  the  ledger  halaia  e  wImmi  slaleiiieiils  .are  iiiadc'  out      ^    ^ 

CRIT.CISM     OF     BALANCE     SHEET 

I    Wdl   Now   Take   Up  These   Different   Points   In   Order. 

(ai  The  amcuiiLl  of  $tli;i,i;>  d.  due  tc<i  irimi  tlie  lixed  assets  wtis 
charged  to  Revenue  .Xccount  and  credited  to  Depreciation  .•Nccount . 
part  of  this  was  expended,  the  balance  reinainiiig  Dec  :!lst.  l!tH>. 
$»;;!!». .■)L'  appears  in  the  balance  sheet  so  thai  the  *tit;4.t;s  appears  twice 
in  the  bal.iiic  e  shekel  It  never  should  have  be.  i,  dedu.  ted  from  the 
lixed  assets  in  the  balance  sheet. 

(ill  As  alread.N  staled  I  am  infcirmeil  ihal  there  was  actually 
$41iiH(.!*0  of  casli  on  hand  or  in  the  bank   Dee.    !lsl.   litHl,  which  slioulU 


have  appraml  in  ilir  as^ris  in  ikc  halan.'f  ;-li(ci  asl'ollDws:  — 

Casli   in    l!(  VI  inii'    VrciMir.l    JJO.'il    US 

Ca.sh  in  ncprccialidn  Aci muii   6;i:i  62 

Cash  in  l{.>srTvt.  Aciuuiit    1600  00 

$4290  00 

(i)  TIic  aniounl  of  if2:;(l4.!)i;  I'rol'it  aiid  f.oss  included  in  the  bal 
ance  sheet  anions  llie  Asset;,  means  a  loss  tli,-  way  it  is  shown;  this 
amount  appears  to  have  been  arrived  ;\t  bv  mlerinu  as  Lialiilities  the 
eapilal  paid  up  $10,!MIO.O().  and  cash  on  hand  dividi'd  in  five  items 
*42:tit.O(i.  making  a  total  ?l.">.ltlO.;)0,  and  (U'dueting  trom  this  amount  tlio 
total  amouiit  of  the  fixed  assets  after  deductins  '>'",  and  addins  to  it 
the  material  on  hand.  .■i;2r)O.00.  and  $7.(10  act ounts  reeei\able,  making  a 
total  of  $12.,*<S.'.fM,  the  differenei'  m'  J2:!((4.iti;  must  appear  in  the  state- 
ment or  it  would  fol  balanei'.  so  it  is  in.-^er  (d  atii'er  tlie  heading  I'rolir 
and  Loss. 

I'll  Tile  sin  plus  shown  as  a  lialiilily  is  arrived  ai  by  deduct  ini; 
Ironi  .>2(i.M.:;.s  tlie  balance  shown  ,in  DeceDiber  iUst,  lltlti.  to  be  in  the 
hank  at  the  credit  of  Revenue,  the  aniounl  of  $(174. 4(l  made  up  of  un 
<  laimed  divideads.  *2(i.4(l.  and  .sr)'i4.00  as  dividend  .\o  i:'..  (hie  llec.  Hist. 
l!tir..  There  is  notbinn  in  the  statenien;  ;o  disidose  tlie  fact  tiiat  the 
"livideiid  had  lu'eii  declan.'d.  the  ••'  xeeue  a.i  (  ount  h;!s  not  been  char.",ed 
and  unpaid  dividend  account  credited  v.jti.  i|.i>  aniounl  which  is  the 
usual  procedure. 

(el  If  the  books  of  ilic  conip.inv  were  kcp!  b>  double  entry  i  he 
ledgvr  balance  could  not  possibly  auree  with  the  balance  sheet  as  pre- 
sented, and  tlie  oniis.sioii  of  cash  balances,  etc.,  would  never  have  oc- 
curred. 


REVISED   BALANCE   SHEET 


In  accorciance   with   what   has  been  stated   in  connection   with    iln 
balance   sheet   and   in   order   to   make   clearer   the   balance   she,  t    as    ii 
should  be  accordini;  to  the  info.ination  al   baud.  I   havi-  prepared  a   re- 
vised balance  sheet  as  follows;  — 


BALANCE  SHEET,  Dec.  31st.  1916. 
AriSKTS 


>"i\c(l  Assets — 

Huilillng  ami   Ueal    Kstritc    

Central  Ollici'  KfiuipuuiU    

Tools     

Oltico  Funiitun'  ami  I'iiiiiiKs   

I'olfs,   Wire  and   (.nhh    Kquipiiieut 


7110  (If) 

.',(10   ()(» 

.")()   00 

00 

iV2 


1202s 


$1:1293  62 


\\ailalilc  .\ssets — 

Cash  in  Itcvmuo  Accntint ?  -(1.'>1  '.IS 

Cash  in   Dcpri'ciation   .Account    *]■'>■>  iJ2 

Cash    in    licscrve    Account     lt;oo  00 

Material   on   hand    -'''J  *'" 

Ai  counts     Itcccivalilc     '  "^^ 


$  4547  99 
$17841  52 


LIAlill.lTlKS 
Shareholders — 

Capital  Paid  fp «1"1HI0  00 

Dividend    rncUiimed    20  40 

Dividend  No.  l:i.  due  Dec.  30,  1916 'l^;"'  ?!I 

Depreciation  Reserve •'■■1*  •'- 

Hes.rve  Fund   l'i"'0  «|'! 

Profit  and  Loss   ^I'.Ol  .!S 

Surplus     !"-*>  -- 


$17841  52 


REVENUE  OR  PROFIT  AND  LOSS 

<r„„;;i'r';i;;:'?.:;,;:f;!;;r,;:™;:;;,;rV-:l;;„;' "'•■ -. 

CONSTRUCTION. 

that    hus  n„t  ...pU,<-..  soni-llniiK  lliat  Ik.s  already  been  charK..,!  i,,  ,n„ 
^  r  .,.„„>.  a.rount.       TluTe  ar,.  <.x,  ,.pti..„s  to  this;    for       i  an  .     i        , 

•d!;;" :,;;,.:!  in  „;■;':"::;';;:'  ^::r '"  '""^^  "•  -"—--■'  a.«,u„t  the 

DEPRECIATION 

neprerialion  Acroum  is  a  r.MTv.    net  ...ufc  out  of  profits  annualh 
.u      .,.  purpose  ot  creating  a   tutul   to  reph.ee  fixed  assets   wl  e     t    'i  • 
u>elul,|.  ,s    I.eeonies    exhausted.         H    sln.ui.i    ,„„    he    eharired    with    r 

rxm^,"'s'  :;""■"'"''  "^  ^'!''^-  "'•''  ''   ''■•"•"■■■  '--■^"  a.ain.;"he  ope     ,i    , 
•xpen.-s  ol   a  eonipanv    dunn;;   the  perin.l   n,    uiii.h    (luN    are   reu.we,! 

RESERVE. 

Reserves  are  se,  u.-ide  to  meet  tuture  eontingc-neies  that  inav  ari-e 
In  a  .(unpauy  sueh  as  the  one  under  ivviev.  it  would  be  wise  ,,,  inv.^s, 
|be  reserve  ,n  v-„u,ul  se,,„it„s  t!,ai  uoiild  yubl  iben,  a  better  rale  „i 
mlelest   Hum   IS  p.ii.l  nn   >aMiii;s  banlv   aeeimiits 

BALANCE  SHEET 

.■\  lead  MIR  Seoteh  Chartered  .\. ,  .Mini.itii .  vWi.,  i-  ,n  amiinniv  en  a<- 
eeuntiiif;.  Kives  tile  following;  ili'iniiion  ,,t   a   bahuK.^  slieei 

"A  [ialanee  sheet  is  a  eon.  i-e  ualeiiienl  o  mpiled  troin  the 
l)ooliS  ol  a  eon.ern  wiiieh  have  been  kept  bv  double  entrv 
showiiiK  on  the  one  side  all  the  I,iabilil'..s  .md  on  lb.  .itinr  sni.' 
all  the  Assets  of  llu    ,  ,,n.  .  rn  a'  a  parii.  ular  ni.iuieni  ..l   Hin,.  ■■ 

CONCLUSION. 

I    had   hop.'d   to  have   been  able  lo  lal;.    up  son Her   phases   ol 

HKounli.iK  but  llnd  that   I  have  exhaUKteu  l.ie  time  at   my  disposal. 

Ii  is  a  pleasiir.  i.i  me  lo  come  and  be  «ii|i  vou  lodav  and  1  hripe 
thai  my  I'llorts  %  express  to  you  mi  as  simple  a  manner  as  possibi,. 
Konie  of  the  imporl  ,1,1  p,,iuts  in  ih,,  pr,,p,.rh  pr-^iiannt;  ,,f  a  balance 
sheet. 


